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Dear Applicant :

We huve considered your application for recognation of oexemption
under section Y01(c)(&) ot the lnternal KRevenue Code.

The evidence presented disclosed that you were incorporated on
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The purposes for which the corporation is organized are:
Business professionalS exchanging ideas and information for the
growth of our enterprise and the betterment ot our clients,
customers and community.

The organization indicated in the Form 1024 Application that
the activities consist of holding waekly luncheon mectings and

share business leads with other mombers who provide such
services.

In the organization's statement of Rules and Regulations,

- members are fined a nominal amount ot § 4 tor tailure to
provide at least one business lead per woek. The regulations
turther state that membership shall be limited to one member
from each type of bhusiness.

In your response letter dated July 10, 1997, you stated tho
following: "We learn about what other business members have to
offer in terms of services and products not only to us but as
would benetit our customers. If either we are in need of their
services, or a customer of ours, we would simply provide a
business lead. No money is charged or exchanged hands for these
business leads. A business lead to an insurance agent member
would merely consist of another member telling the agent for
example that I referred <R .o you and he is looking
{or competitive rate on car insurance. The business lead many
taime: does not include an address or a phone number. But it
prov  °s a point of reterence that when NP (c:s cal)
the urance agent, he can be bettar serve."
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Section 501(c)(6) of the Code provides for the exemption from
Federal income tax of business leagueas not organized for profait,
o part of the net earnings of which inurcec to the benofit of
any private shareholder or individual.

Section 1.501(c)(6)~1 of the Incomoc Tax Regulations definee a
business league as an association of persons lLaving scme common
business interest, the purpose of which 1~ to promote such
commnmorn 1tuterest . Its activities should e directod tewarde tho
improvement of business conditione in one or more lines of
business as distinguished from the performance of particular
scrvicer for individual persons.

An IRC 501(c)(6) organization's primary activity cannot be
performing particular services for members.

Revenuse Ruling 59-391 1959-2 C.B.151 describes an organization
that 16 composed of individuals, ‘irms, associations, and
corporations. Each entity representing a different trade,
business, occupation or profsssion. The purpose of this
organization 1is to exchange information on business progspects.
There is no common business interest other than a mutual deciro
to increase individual sales. The ac%ivities are not directed
to the improvement of .one or more lines of “business. The
primary purpose 1is the promotion of the private interests ot 1ils
membors. Thls organization is held to be not entitled to
exemption from Felderal income tax as a business leaguc under
section 501(c¢)(6) of the Internal Revenue Code.

Your organization limits its membership to one individual from
cach type of business. By doing this, you fail to meet the
criteria of heing comprised of individuals having a common
business interest, because the resulting membership is made up
of individuals represanting distinct and soparate types of
businesses, cach having dii.ferent purposs; and characteristics.
The fact that the primary activity invol es the provision of
business leads - is a strong indicatio- that your organization
18 organized to serve the individual protit motives of its
members rather than the improvement of business conditions for
one or more lines of business. Your organization is similar to
the organization described in tae above Revenue Ruling which {t
does not meet the requirement tor exemption from rederal income
tax under section 501(c)(6) ot the Internal Hevenue Code.

Accordingly, we conclude that you do rot maet the requirement -
for exempt status under section 501(c)(6) of the Code and
propose to deny your request for exemption under that soction.

We have also determined that you fail to qualitfy for aexempt
status under any other subsection of IRC 501(c).
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You are required to file a taxable return Form 1120 or 1041 with
the Districl bLirecror of Internal Revenue gcrvice. Pleaze s3cnd
the 1eturn to the Internal Revonuo Sorvice, P.0. Box 1680,
Ganoral Post Officc, Brooklyn, NY 11202.

I[{ you do not agree with this determination, you may request ha
Cconference with the Regional Diroctor of Appoales by protesting
i1 accordance with the snclosed instructions within 30 days.

Protests submitted which do not contain all the documentation
stated in the instructions will be returnod for completion.

If we do not hear irom you within that time, cthie daetermination
w1lll become final.

S8incerely yours,

sl p

G~ District Director

Enc osure: Publication 892




